

















4 Joint Committee on Management of Public Funds

funds from the Comptroller’s Office. These payments will be made from the local income tax
reserve account.

In an effort to correct the matter going forward, the Comptroller’s Office also briefed the
joint committee on its “Project Perfect.” This plan involves technological upgrades, procedural
modifications, independent biennial audits, and continuous address verifications to ensure that the
Comptroller’s Office does not misdirect income tax payments in the future.

State Treasurer’s Office — Update on Activities

State Treasurer Nancy Kopp provided an update on the activities of the Treasurer’s Office.
Treasurer Kopp reported that in May 2016 all 3 rating agencies affirmed the State’s AAA bond
rating. Maryland is one of only 11 states in the nation with AAA ratings from all 3 rating agencies.

There is general consensus among the rating agencies that Maryland’s debt policies, fiscal
management, and economy are all credit positives; however, the State’s debt and pension burdens
are concerns. All three rating agencies point to the State’s history of strong, sound financial
management, and the State’s debt affordability guidelines and rapid amortization of debt are credit
strengths that help offset concerns about the State’s debt burden. Standard & Poor’s and Moody’s
state that the Capital Debt Affordability Committee (CDAC) and the debt affordability process
have a positive stabilizing effect on the State’s debt profile.

In September 2016, CDAC recommended $995 million for new general obligation bond
authorizations to support the fiscal 2018 capital program. CDAC further recommended to
maintain the authorization at $995 million in future fiscal years. With these debt levels, the debt
affordability ratios remain within the CDAC benchmarks of four percent debt outstanding to
personal income and eight percent debt service to revenues.

The Treasurer thanked the joint committee for sponsoring legislation during the 2016
legislative session that enabled the Treasurer’s Office to invest State funds in supranational issuers.
As a result of this legislation, the Treasurer’s Office announced in November 2016 its decision to
invest $250 million in World Bank green bonds. These bonds, which will support the financing

of global climate action, have a coupon rate of 1.75 percent per annum and will mature in
November 2021.

The Treasurer requested that the joint committee introduce legislation for their office

during the 2017 session. The proposed legislation would seek alternative funding for
public/private partnerships but had not yet been finalized at the time of the briefing.

Office of Legislative Audits — Review of Local Government Audit Reports

Robert Garman, Assistant Director of Quality Assurance in the Office of Legislative Audits
(OLA), presented information on the desk reviews of local government audits for fiscal 2015.

OLA’s report summarized the most significant and frequent problem areas his agency
found during its annual review of local government audits. These problem areas include failing to
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file an audit report; failing to present the audit or financial statements in accordance with generally
accepted auditing and accounting principles; failing to present all required statements; lacking
adequate disclosures; and the issuance of qualified or adverse opinions by an auditor. Two local
governments — Deer Park and Marydel— had not filed an audit report for fiscal years 2013, 2014,
or 2015, and seven other local governments — Baltimore City, Bel Air Special Taxing Area, Mount

Savage Special Taxing Area, Glenarden, Hyattsville, Morningside, and Mount Rainier — had not
filed an audit report for fiscal 2015.

OLA reported that a letter describing the areas of noncompliance with the audit guidelines
was sent to each local government and its independent auditor. For areas of noncompliance with
State laws and potential financial problems, OLA requests that the local governments provide
written descriptions of the actions to be taken to eliminate the conditions, when appropriate. OLA
then reviews and evaluates the responses.



